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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Edward  Harrington 
Controller 


December  9,  1999 

Board  of  Supervisors 

City  and  County  of  San  Francisco 

City  Hall,  Room  244 

1 Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102-4689 


President  and  Members: 


The  Controller’s^udits  Division  presents  its  report  concerning  the  review  of  franchise  fee 
payments  Pacific  Gas  and  Electric  Company  (PG&E)  made  to  the  City  and  County  of  San 
Francisco  (City)  to  use  its  streets  to  transmit,  distribute,  and  supply  electricity  and  gas 
within  the  City.  PG&E  is  required  to  report  its  gross  receipts  and  pay  each  year  a total  of 
one-half  percent  of  its  gross  receipts  on  the  sales  of  electricity  and  one  percent  of  its  gross 
receipts  on  the  sales  of  gas.  In  addition,  PG&E  collected  electricity  and  gas  surcharge  fees 
pursuant  to  requirements  in  the  California  Public  Utilities  Code,  and  remitted  those 
amounts  to  the  City  when  PG&E  paid  its  franchise  fees. 

Reporting  Period:  January  1,  1997  through  December  31,1998 


Franchise  and  Surcharge  Fees  Paid:  1997  1998 


Electricity  Franchise 
Electricity  Surcharge 
Gas  Franchise 
Gas  Surcharge 
Total 


$2,343,278  $2,161,806 

0 112,854 

1,405,318  1,568,750 

53.961  57.465 

$3,802,557  $3,900,875 


Results: 


Based  on  PG&E’s  definition  of  electricity  and  gas  receipts,  PG&E  correctly  calculated  and 
paid  its  franchise  fees  to  the  City  on  a timely  basis.  PG&E  also  correctly  collected  and 
remitted  electricity  and  gas  franchise  surcharge  fees  to  the  City. 


Respectfully  submitted, 


EDWARD  HARRfNGTON 
Controller 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  316  • San  Francisco  CA  94102-4694 


FAX  415-554-7466 


Digitized  by  the  Internet  Archive 
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INTRODUCTION 


In  1939,  the  City  and  County  of  San  Francisco  (City)  granted  Pacific  Gas  and  Electric 
Company  (PG&E)  and  its  successors  two  franchises  to  use  City  streets  to  transmit, 
distribute,  and  supply  electricity  and  gas.  In  consideration  for  the  two  franchises, 

PG&E  agreed  to  pay  the  City  a one-time  sum  of  $400,000  and  annually  pay  a percentage 
of  its  gross  receipts  from  the  sales  of  electricity  and  gas  in  the  City. 

The  electricity  and  gas  franchise  ordinances  require  PG&E  to  remit  to  the  City,  by  April  1 5 
of  each  year,  a total  of  one-half  percent  of  PG&E’s  gross  receipts  on  the  sales  of  electricity 
and  one  percent  of  PG&E’s  gross  receipts  on  the  sales  of  gas.  In  reporting  the  gross 
receipts  subject  to  the  City’s  franchise  fees,  PG&E  deducts  from  its  total  revenues  such 
amounts  as  uncollectible  accounts  and  interdepartmental  sales,  including  costs  of 
supplying  electricity  and  gas  to  buildings  and  other  properties  owned  by  PG&E. 

In  addition,  PG&E  collects  electricity  and  gas  surcharge  fees  pursuant  to  requirements  in 
the  California  Public  Utilities  Code,  and  remits  those  amounts  to  the  City  when  it  pays  its 
franchise  fees.  PG&E  collects  the  surcharge  fee,  which  is  a municipal  surcharge  for  the  use 
of  public  lands,  from  customers  who  purchase  electricity  and  gas  from  a third  party.  The 
surcharge  fee  is  to  replace,  but  not  increase,  franchise  fees  that  would  have  been  collected 
if  not  for  changes  in  the  regulatory  environment  such  as  the  unbundling  of  the  gas  industry. 
PG&E  started  collecting  and  remitting  surcharge  fees  for  gas  in  1994  and  for  electricity  in 
1998. 

PG&E  included  the  electricity  sales  it  made  to  the  City’s  Hetch  Hetchy  Water  and  Power 
(Hetch  Hetchy)  as  part  of  PG&E’s  gross  receipts  from  the  sales  of  electricity  reported  to 
the  City.  PG&E  has  an  agreement  with  Hetch  Hetchy  to  transmit  electricity  generated  by 
Hetch  Hetchy  inside  and  outside  the  City,  distribute  that  electricity  within  the  City,  and  sell 
supplemental  power  to  the  City.  PG&E  bills  Hetch  Hetchy  for  the  electricity  sales,  as  well 
as  for  transmission  and  distribution  charges,  supplemental  power  charges,  demand  charges, 
and  other  special  charges. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  the  audit  was  to  determine  whether  PG&E  correctly  reported  its  gross 
receipts  and  paid  the  City  the  correct  franchise  fees  and  surcharge  fees  under  the  terms  of 
the  electricity  and  gas  franchise  ordinances  for  the  period  from  January  1,  1997  through 
December  31,  1998.  To  conduct  the  audit,  we  reviewed  the  applicable  provisions  of  the 
franchise  ordinances.  We  interviewed  staff  from  PG&E  and  the  City’s  Hetch  Hetchy  Water 
and  Power. 

To  determine  whether  PG&E  correctly  reported  its  annual  gross  receipts,  we  compared  the 
amounts  PG&E  reported  to  the  City  to  the  amounts  PG&E  recorded  in  its  monthly 
summary  reports  and  monthly  detailed  reports.  We  examined,  on  a test  basis,  the  accuracy 
of  PG&E’s  customer  billings  by  recomputing  the  amounts  billed  using  the  rate  schedules 
approved  by  the  California  Public  Utilities  Commission.  We  tested  the  reasonableness  of 
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electricity  and  gas  surcharge  fees  collected  by  PG&E.  We  also  tested,  on  sample  basis,  the 
reasonableness  of  some  of  PG&E’s  deductions  from  total  receipts,  including  uncollectible 
accounts.  We  limited  our  review  of  the  Hetch  Hetchy  revenues  to  tracing  the  amounts 
reported  by  PG&E  to  its  monthly  summary  reports.  We  did  not  test  the  accuracy  of  the 
detailed  Hetch  Hetchy  billings  because  Hetch  Hetchy’s  staff  is  responsible  for  reviewing 
the  billings  to  ensure  they  are  accurate  before  paying  PG&E.  Finally,  we  requested  the 
opinion  of  the  Office  of  the  City  Attorney  on  several  issues. 
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AUDIT  RESULTS 


PG«&E  CORRECTLY  REPORTED  ITS  GROSS  RECEIPTS 
AND  PAID  ITS  FRANCHISE  FEES  ON  A TIMELY  BASIS 

Based  on  PG&E’s  definition  of  electricity  and  gas  receipts,  for  the  period  from 
January  1,  1997  through  December  31,  1998,  PG&E  correctly  reported 
$1,198,423,594  in  electricity  and  gas  sales  within  the  City,  and  correctly  paid 
$7,479,152  in  franchise  fees  on  a timely  basis.  Table  1 shows  the  electricity  and  gas  gross 
receipts  and  franchise  fees  paid  to  the  City  for  1997  and  1998.  PG&E  also  correctly 
collected  and  remitted  to  the  City  electricity  and  gas  surcharge  fees  of  $224,280  for  the 
period  under  review. 


Table  1 

Gross  Receipts,  Franchise  Fees,  and  Surcharge  Fees 
January  1,  1997  through  December  31,  1998 


Gross 

Receipts 

Franchise  Fees 
(Note  1) 

Surcharge  Fees 
(Note  2) 

1997: 

Electricity 

$468,655,605 

$2,343,278 

$0 

Gas 

140,531,779 

1,405,318 

53,961 

Sub  -total 

609,187,384 

3,748,596 

53,961 

1998: 

Electricity 

432,361,182 

2,161,806 

112,854 

Gas 

156,875,028 

1,568,750 

57,465 

Sub-total 

589,236,210 

3,730,556 

170,319 

Total 

$1,198,423,594 

$7,479,152 

$224,280 

Note  1 : Franchise  fee  rates  are  one-half  percent  of  electricity  receipts  and  one  percent  of  gas  receipts. 
Note  2:  PG&E  billed  and  collected  electricity  and  gas  franchise  surcharge  fees  based  on  the  formula 


specified  in  state  law  from  its  customers  who  purchased  electricity  and  gas  from  a third  party. 

PG&E  Correctly  Billed 
Its  Customers 

To  assess  the  reasonableness  of  PG&E’s  reported  gross  receipts,  and  the  resulting 
franchise  fees,  we  examined  randomly  selected  samples  of  customer  bills  prepared  by 
PG&E  for  the  two-year  audit  period.  We  tested  electricity  and  gas  bills  to  determine 
whether  PG&E  correctly  billed  its  customers  for  the  services  provided  and  paid  the  City 
the  appropriate  franchise  fees.  We  recomputed  customer  bills  using  the  rates  approved  by 
the  California  Public  Utilities  Commission.  We  tested  60  electricity  bills  totaling 
$3,482,247  and  60  gas  bills  totaling  $171,656.  Based  on  our  tests,  we  found  that  PG&E 
correctly  billed  its  customers  and  paid  the  City  the  appropriate  franchise  fees.  Appendices 
A and  B present  summaries  of  the  type  of  customer  bills  we  tested,  the  number  of  bills 
tested,  and  the  total  amounts  we  recomputed. 
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PG&E  Correctly  Deducted 
Uncollectible  Amounts 

PG&E  deducted  $1,861,945  as  uncollectible  amounts  from  its  gross  receipts  subject  to  the 
franchise  fees  for  the  two  years  under  audit.  To  assess  the  reasonableness  of  these 
deductions,  we  traced  uncollectible  amounts  to  PG&E’s  monthly  reports  of  uncollectible 
accounts.  We  then  examined  1 5 accounts  identified  as  uncollectible  in  two  months  of  the 
audit  period.  We  also  traced  the  uncollectible  amounts  to  the  records  of  closed  accounts 
and  determined  that  those  accounts  were  in  San  Francisco.  Based  on  our  tests,  we  found 
that  PG&E  correctly  deducted  the  uncollectible  amounts  from  its  gross  receipts. 

Prior  Audit  Issues  Resolved 

PG&E  gives  its  employees  discounts  on  the  rates  they  pay  for  electricity  and  gas.  The 
discount  rates  have  been  approved  by  the  California  Public  Utilities  Commission  and 
PG&E  does  not  include  the  discounted  amounts  for  employees  who  reside  in  the  City 
when  reporting  the  gross  receipts  subject  to  the  City  franchise  fees.  PG&E  does  not  believe 
it  should  report  the  discounted  amounts  as  part  of  its  gross  receipts  because  it  never 
received  any  payments  for  the  amounts  that  are  discounted.  We  requested  the  City 
Attorney  to  determine  whether  employee  discounts  should  be  considered  components  of 
gross  revenues  subject  to  the  City’s  electricity  and  gas  franchise  fees.  According  to  the 
City  Attorney,  PG&E  correctly  accounted  for  these  discounts  in  excluding  them  from 
franchise  fee  calculations. 

PG&E  excluded  its  own  usage  of  electricity  and  gas  subject  to  the  City’s  franchise  fees. 
According  to  PG&E,  it  did  not  receive  any  receipts  for  the  energy  used  by  its  own  offices, 
and  should  not  be  imputed  and  made  subject  to  the  City’s  franchise  fees.  We  requested  the 
City  Attorney  to  determine  if  PG&E  correctly  treated  its  usage  of  electricity  and  gas.  The 
City  Attorney  provided  us  a court’s  decision  where  it  ruled  that  in  determining  the 
franchise  fees  payable  to  a county,  PG&E  is  not  required  to  include  any  sum  for  the 
internal  use  of  electricity  and  gas  as  a gross  receipt. 

Other  Audit  Issues  Pending 

Some  of  the  sales  of  PG&E  reported  as  being  subject  to  the  City’s  electricity  franchise  fees 
included  charges  for  special  services  that  did  not  involve  the  actual  sale  of  electricity,  and 
the  sales  of  electricity  to  tenants  of  the  Airport,  which  is  located  in  San  Mateo  County.  We 
requested  the  City  Attorney’s  opinion  on  whether  charges  for  special  services  and  sales  to 
tenants  of  the  Airport  should  be  considered  as  subject  to  the  City’s  electricity  franchise  fee. 
The  City  Attorney’s  opinion  is  still  pending. 
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We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Kathleen  Lucey,  Audit  Manager 
Pablo  Payumo,  CIA 
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APPENDIX  A 

PACIFIC  GAS  AND  ELECTRIC  COMPANY 
SUMMARY  OF  ELECTRICITY  AND  GAS  BILLING  REVIEWS 
BY  TYPE  OF  CUSTOMER 

JUNE  1997 
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APPENDIX  A 


Table  1 


Pacific  Gas  and  Electric  Company 
Summary  of  Electricity  Billing  Review  by  Type  of  Customer 
June  1997 


Rate 

Schedule 

Rate  Description 

Number 
Of  Billing 
Tested 

June 

1997 

E-1 

Residential  Service 

7 

$320 

E-8 

Residential  Seasonal  Service  Option 

1 

543 

EL-1 

Residential  Care  Program  Service 

1 

116 

EM 

Master-Metered  Multifamily  Service 

1 

8,309 

A-1 

Small  General  Service 

2 

3,068 

A-6 

Small  General  Time-of-Use  Service 

1 

2,498 

A-10 

Medium  General  Demand-Metered  Service 

4 

55,076 

E-19S 

Medium  General  Demand-Metered  Time-of-Use  Service 
(Secondary) 

3 

122,599 

E-20S 

Service  to  Customers  with  Maximum  Demands  of  1,000 
Kilowatts  or  More  (Secondary) 

1 

204,705 

A-RTP 

Experimental  Real-Time  Pricing  Service 

3 

804,037 

E-20P 

Service  to  Customers  with  Maximum  Demands  of  1,000 
Kilowatts  or  More  (Primary) 

2 

687,064 

E-20S 

Service  to  Customers  with  Maximum  Demands  of  1,000 
Kilowatts  or  More  (Secondary) 

4 

607,400 

Total 

30 

$2,495,735 

Table  2 


Pacific  Gas  and  Electric  Company 
Summary  of  Gas  Billing  Review  by  Type  of  Customer 
June  1997 


Rate 

Schedule 

Rate  Description 

Number 
Of  Billing 
Tested 

June 

1997 

G-1 

Residential  Service 

12 

$256 

GL-1 

Residential  Care  Program  Service 

1 

44 

GM 

Master-Metered  Multifamily  Service 

7 

12,905 

G-NRl 

Gas  Sales  to  Small  Nonresidential  Core  Customers 

7 

18,163 

G-NR2 

Gas  Sales  to  large  Nonresidential  Core  Customers 

1 

16,688 

G-CSP 

Core  Subscription  Gas  Procurement  and  Interstate  Gas 
Transportation  Service  to  Noncore  Customers 

1 

28,692 

G-FTS 

Firm  Intrastate  Gas  Transportation  Service  to  Noncore 
Commercial/Industrial  Customers 

1 

15,094 

Total 

30 

$91,842 
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APPENDIX  B 

PACIFIC  GAS  AND  ELECTRIC  COMPANY 
SUMMARY  OF  ELECTRICITY  AND  GAS  BILLING  REVIEWS 
BY  TYPE  OF  CUSTOMER 

DECEMBER  1998 
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Table  3 


Pacific  Gas  and  Electric  Company 
Summary  of  Electricity  Billing  Review  by  Type  of  Customer 
December  1998 


Rate 

Schedule 

Rate  Description 

Number 
Of  Billing 
Tested 

December 

1998 

E-1 

Residential  Service 

6 

$365 

E-8 

Residential  Seasonal  Service  Option 

1 

5,032 

EL-1 

Residential  Care  Program  Service 

1 

221 

EM 

Master-Metered  Multifamily  Service 

1 

207 

A-1 

Small  General  Service 

3 

2,843 

A-6 

Small  General  Time-of-Use  Service 

1 

3,095 

A-10 

Medium  General  Demand-Metered  Service 

5 

38,138 

A-15 

Direct-Current  General  Service 

1 

223 

E-19S 

Medium  General  Demand-Metered  Time-of-Use  Service 
(Secondary) 

2 

38,801 

A-RTP 

Experimental  Real-Time  Pricing  Service 

2 

317,266 

E-19SV 

Medium  General  Demand-Metered  Time-Of-Use  Service 
(Secondary) 

3 

60,210 

E-20P 

Service  to  Customers  with  Maximum  Demands  of  1,000 
Kilowatts  or  More  (Primary) 

1 

100,640 

E-20S 

Service  to  Customers  with  Maximum  Demands  of  1,000 
Kilowatts  or  More  (Secondary) 

3 

419,471 

Total 

30 

$986,512 

Table  4 


Pacific  Gas  and  Electric  Company 
Summary  of  Gas  Billing  Review  by  Type  of  Customer 
December  1998 


Rate 

Schedule 

Rate  Description 

Number 
Of  Billing 
Tested 

December 

1998 

G-1 

Residential  Service 

15 

$674 

GL-1 

Residential  Care  Program  Service 

1 

135 

GM 

Master-Metered  Multifamily  Service 

5 

5,157 

G-NRl 

Gas  Sales  to  Small  Nonresidential  Core  Customers 

7 

30,458 

G-CSP 

Core  Subscription  Gas  Procurement  and  Interstate  Gas 
Transportation  Service  to  Noncore  Customers 

1 

28,698 

G-NT 

Gas  Transportation  Service  to  Noncore  End-Use  Customers 

1 

14,692 

Total 

30 

$79,814 
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RESPONSE  TO  THE  AUDIT 
PACIFIC  GAS  AND  ELECTRIC  COMPANY 
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Tiau  A aHT  OT 


Pacific  Cas  and 
Electric  Company 


Decamber  9,  1999 


Mr.  Edward  Harrington  , 

Controller,  City  and  County  of  San  Francisco 

City  Hall,  Room  316 

One  Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102-4694 

Re  Audit  of  PG&E's  Franchise  Payments  for  1997  and  1993 
Dear  Mr.  Harrington: 

Thank  you  for  providing  PG&E  with  an  opportunity  to  comment  on  your  draft  report  on  the  review  of 
PG&E's  franchise  payments  for  1997  and  1998.  We  have  reviewed  the  report  and  have  not 
identified  any  errors  or  omissions  We  are  pleased  to  see  that  you  have  concluded  that  PG&E  has 
correctly  reported  and  remitted  its  franchise  fees  and  franchise  fee  surcharges 

We  note,  however,  that  you  have  raised  a question  concerning  whether  certain  receipts  should 
have  been  considered  subject  to  the  City's  electric  franchise  fee  and  are  seeking  the  advice  of  the 
City  Attorney,  Should  the  City  Attorney's  opinion  identify  concerns  about  PG&E's  franchise  fee 
reporting  obligations,  please  advise  us  immediately. 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
KPMG  Peat  Marwick 
Public  Library 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 
AUDITS  DIVISION 


Edward  Harrington 
Controller 


December  13,  1999 


Terry  Gwizadowski,  Program  Director 
San  Francisco  Public  Library 
Government  Information  Center 
100  Larkin  Street 
San  Francisco,  CA  94102 

Dear  Ms.  Gwiazdowski: 

Enclosed  is  our  report  concerning  the  franchise  audit  of  Pacific  Gas  and  Electric  Company 
(PG&E)  for  the  period  from  January  1,  1997  through  December  31,  1998.  The  report 
indicates  that  PG&E  correctly  calculated  and  paid  its  franchise  fees  to  the  City  and  County 
of  San  Francisco  (City)  on  a timely  basis.  PG&E  also  correctly  collected  and  remitted 
electricity  and  gas  franchise  surcharge  fees  to  the  City. 


Sincerely, 


NORIAKI  HIRASUNA 
Director 


Enclosure 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  388  • San  Francisco  CA  94102-4694 


FAX  415-554-7664 
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; City  and  County  of  San  Francisco 
OFFICE  OF  THE  CONTROLLER 


BOARD  OF  SUPERVISORS: 

A Review  of  Pacific  Gas  and  Electric  Company’s 

Franchise  Fee  Payments 

January  1,  1999  Through  December  31,  1999 


documents  dept. 
JAN  2 2001 

SAN  FRANCISCO 
luBLIC  LIBRARY 


Audit  Number  00018 


Japuary  9,  2001 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Edward  Harrington 
Controller 
Matthew  H.  Hymel 
Chief  Assistant  Controller 


January  9,  200 1 Audit  Number  00018 

Board  of  Supervisors 

City  and  County  of  San  Francisco 

City  Hall,  Room  244 

1 Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102-4689 

President  and  Members: 

The  Controller’ s^udits  Division  presents  its  report  concerning  the  review  of  franchise  fee 
payments  Pacific  Gas  and  Electric  Company  (PG&E)  made  to  the  City  and  County  of  San 
Francisco  (City)  to  use  its  streets  to  transmit,  distribute,  and  supply  electricity  and  gas 
within  the  City.  PG&E  is  required  to  report  its  gross  receipts  and  pay  each  year  a total  of 
one-half  percent  of  its  gross  receipts  on  the  sales  of  electricity  and  one  percent  of  its  gross 
receipts  on  the  sales  of  gas.  In  addition,  PG&E  collected  electricity  and  gas  surcharge  fees 
pursuant  to  requirements  in  the  California  Public  Utilities  Code,  and  remitted  those 
amounts  to  the  City  when  PG&E  paid  its  franchise  fees. 

Reporting  Period:  January  1,  1999  through  December  31,  1999 

Franchise  and  Surcharge  Fees  Paid: 


Electricity  Franchise  $2,167,902 

Electricity  Surcharge  240,832 

Gas  Franchise  1 ,762,5 1 1 

Gas  Surcharge  223,772 

Total  $4,395,017 


Results: 

PG&E  correctly  calculated  and  paid  its  franchise  fees  to  the  City  on  a timely  basis.  PG&E 
also  correctly  collected  and  remitted  electricity  and  gas  franchise  surcharge  fees  to  the 
City. 


Respectfully  submitted, 


Controller 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  316  • San  Francisco  CA  94102-4694 


FAX  415-554-7466 
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INTRODUCTION 


In  1939,  the  City  and  County  of  San  Francisco  (City)  granted  Pacific  Gas  and  Electric 
Company  (PG&E)  and  its  successors  two  franchises  to  use  City  streets  to  transmit, 
distribute,  and  supply  electricity  and  gas.  In  consideration  for  the  two  franchises, 

PG&E  agreed  to  pay  the  City  a one-time  sum  of  $400,000  and  annually  pay  a percentage 
of  its  gross  receipts  from  the  sales  of  electricity  and  gas  in  the  City. 

The  electricity  and  gas  franchise  ordinances  require  PG&E  to  remit  to  the  City,  by  April  15 
of  each  year,  a total  of  one-half  percent  of  PG&E’ s gross  receipts  on  the  sales  of  electricity 
and  one  percent  of  PG&E’s  gross  receipts  on  the  sales  of  gas.  In  reporting  the  gross 
receipts  subject  to  the  City’s  franchise  fees,  PG&E  deducts  from  its  total  revenues  such 
amounts  as  uncollectible  accounts  and  interdepartmental  sales,  including  costs  of 
supplying  electricity  and  gas  to  buildings  and  other  properties  owned  by  PG&E. 

In  addition,  PG&E  collects  electricity  and  gas  surcharge  fees  pursuant  to  requirements  in 
the  California  Public  Utilities  Code,  and  remits  those  amounts  to  the  City  when  it  pays  its 
franchise  fees.  PG&E  collects  the  surcharge  fee,  which  is  a municipal  surcharge  for  the  use 
of  public  lands,  from  customers  who  purchase  electricity  and  gas  from  a third  party.  The 
surcharge  fee  is  to  replace,  but  not  increase,  franchise  fees  that  would  have  been  collected 
if  not  for  changes  in  the  regulatory  environment  such  as  the  unbundling  of  the  gas  industry. 
PG&E  started  collecting  and  remitting  surcharge  fees  for  gas  in  1 994  and  for  electricity  in 
1998. 

PG&E  includes  the  electricity  sales  it  makes  to  the  City’s  Hetch  Hetchy  Water  and  Power 
(Hetch  Hetchy)  as  part  of  PG&E’s  gross  receipts  from  the  sales  of  electricity  reported  to 
the  City.  PG&E  has  an  agreement  with  Hetch  Hetchy  to  transmit  electricity  generated  by 
Hetch  Hetchy  inside  and  outside  the  City,  distribute  that  electricity  within  the  City,  and  sell 
supplemental  power  to  the  City.  PG&E  bills  Hetch  Hetchy  for  the  electricity  sales,  as  well 
as  for  transmission  and  distribution  charges,  supplemental  power  charges,  demand  charges, 
and  other  special  charges. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  the  audit  was  to  determine  whether  PG&E  correctly  reported  its  gross 
receipts  and  paid  the  City  the  correct  franchise  fees  and  surcharge  fees  under  the  terms  of 
the  electricity  and  gas  franchise  ordinances  for  the  period  from  January  1,  1999  through 
December  31,  1999.  To  conduct  the  audit,  we  reviewed  the  applicable  provisions  of  the 
franchise  ordinances.  We  interviewed  staff  from  PG&E  and  Hetch  Hetchy. 
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To  determine  whether  PG&E  correctly  reported  its  annual  gross  receipts,  we  compared  the 
amounts  PG&E  reported  to  the  City  to  the  amounts  PG&E  recorded  in  its  monthly 
summary  reports  and  monthly  detailed  reports.  We  examined,  on  a test  basis,  the  accuracy 
of  PG&E’s  customer  billings  by  recomputing  the  amounts  billed  using  the  rate  schedules 
approved  by  the  California  Public  Utilities  Commission.  We  tested  the  reasonableness  of 
electricity  and  gas  surcharge  fees  collected  by  PG&E.  We  also  tested,  on  sample  basis,  the 
reasonableness  of  some  of  PG&E’s  deductions  from  total  receipts,  including  uncollectible 
accounts.  We  limited  our  review  of  the  Hetch  Hetchy  revenues  to  tracing  the  amounts 
reported  by  PG&E  to  its  monthly  summary  reports.  We  did  not  test  the  accuracy  of  the 
detailed  Hetch  Hetchy  billings  because  Hetch  Hetchy’ s staff  is  responsible  for  reviewing 
the  billings  to  ensure  they  are  accurate  before  paying  PG&E. 
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AUDIT  RESULTS 


PACIFIC  GAS  AND  ELECTRIC  COMPANY  CORRECTLY 
REPORTED  ITS  GROSS  RECEIPTS  AND  PAID  ITS 
FRANCHISE  FEES  ON  A TIMELY  BASIS 

Based  on  Pacific  Gas  and  Electric  Company’s  definition  of  electricity  and  gas 
receipts,  from  January  1,  1999  through  December  31,  1999,  PG&E  correctly 
reported  $609,831,519  in  electricity  and  gas  sales  within  the  City,  and  correctly 
paid  $3,930,413  in  franchise  fees  on  a timely  basis.  The  table  below  shows  the  electricity 
and  gas  gross  receipts  and  franchise  fees  paid  to  the  City  for  1999.  PG&E  also  correctly 
collected  and  remitted  to  the  City  electricity  and  gas  surcharge  fees  of  $464,604  for  the 
period  under  review. 


Pacific  Gas  and  Electric  Company 
Gross  Receipts,  Franchise  Fees,  and  Surcharge  Fees 
January  1,  1999  through  December  31,  1999 


Gross 

Receipts 

Franchise  Fees 
(Note  1) 

Surcharge  Fees 
(Note  2) 

Electricity 

$433,580,431 

$2,167,902 

$240,832 

Gas 

176.251.088 

1.762,511 

223,772 

Total 

$609,831,519 

$3,930,413 

$464,604 

Note  1 Franchise  fee  rates  are  one-half  percent  of  electricity  receipts  and  one  percent  of  gas 
receipts. 

Note  2 PG&E  billed  and  collected  electricity  and  gas  franchise  surcharge  fees  based  on  the 
formula  specified  in  state  law  from  its  customers  who  purchased  electricity  and  gas 
from  a third  party. 


PG&E  Correctly  Billed  Its  Customers 

To  assess  the  reasonableness  of  PG&E’ s reported  gross  receipts,  and  the  resulting 
franchise  fees,  we  examined  randomly  selected  samples  of  customer  bills  prepared  by 
PG&E  for  the  one-year  audit  period.  We  tested  electricity  and  gas  bills  to  determine 
whether  PG&E  correctly  billed  its  customers  for  the  services  provided  and  paid  the  City 
the  appropriate  franchise  fees.  We  recomputed  customer  bills  using  the  rates  approved  by 
the  California  Public  Utilities  Commission.  We  tested  30  electricity  bills  totaling 
$1,104,373  and  30  gas  bills  totaling  $483,559.  Based  on  our  tests,  we  found  that  PG&E 
correctly  billed  its  customers  and  paid  the  City  the  appropriate  franchise  fees.  Appendix  A 
presents  a summary  of  the  type  of  customer  bills  we  tested,  the  number  of  bills  tested,  and 
the  total  amounts  we  recomputed. 
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PG&E  Correctly  Deducted  Uncollectible  Amounts 

PG&E  deducted  $612,240  as  uncollectible  amounts  from  its  gross  receipts  subject  to  the 
franchise  fees  for  the  year  under  audit.  To  assess  the  reasonableness  of  these  deductions, 
we  traced  uncollectible  amounts  to  PG&E’s  monthly  reports  of  uncollectible  accounts.  We 
then  examined  9 accounts  identified  as  uncollectible  in  one  month  of  the  audit  period.  We 
also  traced  the  uncollectible  amounts  to  the  records  of  closed  accounts  and  determined  that 
those  accounts  were  in  the  City.  Based  on  our  tests,  we  found  that  PG&E  correctly 
deducted  the  uncollectible  amounts  from  its  gross  receipts. 


We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Ben  Carlick,  CIA,  Audit  Manager 
Pablo  Payumo,  CIA 
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APPENDIX  A 


PACIFIC  GAS  AND  ELECTRIC  COMPANY 
SUMMARY  OF  ELECTRICITY  AND  GAS  BILLING  REVIEWS 
BY  TYPE  OF  CUSTOMER 

JUNE  1999 
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APPENDIX  A 


Table  1 

Pacific  Gas  and  Electric  Company 
Summary  of  Electricity  Billing  Review  by  Type  of  Customer 
June  1999 


Rate 

Schedule 

Rate  Description 

Number 
of  Bills 
Tested 

June 

1999 

E-1 

Residential  Service 

8 

$1,083 

E-8 

Residential  Seasonal  Service  Option 

1 

19,859 

EM 

Master-Metered  Multifamily  Service 

1 

131 

A-1 

Small  General  Service 

4 

2,471 

A-6 

Small  General  Time-of-Use  Service 

1 

1,936 

A-10 

Medium  General  Demand-Metered  Service 

5 

43,915 

E-19S 

Medium  General  Demand-Metered  Time-of-Use  Service 
(Secondary) 

2 

68,680 

E19SV 

Medium  General  Demand-Metered  Time-of-Use  Service 
(Secondary,  Voluntary) 

2 

32,717 

A-RTP 

Experimental  Real-Time  Pricing  Service 

1 

216,225 

E-20P 

Service  to  Customers  with  Maximum  Demands  of  1,000 
Kilowatts  or  More  (Primary) 

1 

131,317 

E-20S 

Service  to  Customers  with  Maximum  Demands  of  1,000 
Kilowatts  or  More  (Secondary) 

4 

586,039 

Total 

30 

$1,104,373 

Table  2 

Pacific  Gas  and  Electric  Company 
Summary  of  Gas  Billing  Review  by  Type  of  Customer 
June  1999 


Rate 

Schedule 

Rate  Description 

Number 
of  Bills 
Tested 

June 

1999 

G-1 

Residential  Service 

12 

$2,052 

GL-1 

Residential  Care  Program  Service 

1 

83 

GM 

Master-Metered  Multifamily  Service 

6 

4,846 

G-NRl 

Gas  Service  to  Small  Commercial  Customers 

7 

19,022 

G-NRIT 

Gas  Service  to  Small  Commercial  Customers  (Transport) 

1 

5,336 

G-EG 

Gas  Transportation  Service  to  Electric  Generation 

1 

137,735 

G-NTD 

Gas  Transportation  Service  to  Non  Core  End-Use  Customers 
(Distribution) 

1 

8,005 

G-AFT 

Annual  Firm  Transportation  On-System 

1 

306,480 

Total 

30 

$483,559 
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J Pacific  Gas  and 
^ Electric  Company 


11  Beale  Street 
FO  Box  770000 
San  Francisco,  CA 


415  9'3,7000 


January  3,  2001 


Ben  Carlick,  Audit  Manager 

Office  of  the  Controller  Audits  Division 

City  and  County  of  San  Francisco 

City  Hall,  Room  388 

One  Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  C A 94102-4694 

Re:  Audit  of  PG&E’s  Franchise  Payments  for  1999 

Dear  Mr.  Carlick: 

Thank  you  for  providing  PG&E  with  an  opportunity  to  comment  on  your  draft  report  on  the 
review  of  PG&E’s  franchise  payments  for  1999.  We  have  reviewed  the  report  and  have  not 
identified  any  errors  or  omissions.  We  are  pleased  to  see  that  you  have  concluded  that  PG&E 
has  correctly  reported  and  remitted  its  franchise  fees  and  franchise  fee  surcharges. 


Sincerely, 


Darla  Babbitt 

Manager,  Revenue  and  Statistics 

Customer  Revenue  Transactions — Billing  and  Revenue  Operations  Department 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
KPMG  LLP 
Public  Library 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 
AUDITS  DIVISION 


Edward  Harrington 
Controller 


Matthew  H.  Hymel 
Chief  Assistant  Controller 


January  22,  2001 

Terry  Gwiazdowski,  Program  Director 
Government  Information  Center 
San  Francisco  Public  Library 
100  Larkin  Street 
San  Francisco,  CA  94102 

Dear  Ms.  Gwiazdowski: 

Enclosed  is  our  report  concerning  the  audit  of  the  franchise  fees  of  Pacific  Gas  and  Electric 
Company  (PG&E)  for  the  period  from  January  1,  1999  through  December  31,  1999.  The 
report  indicates  that  PG&E  correctly  calculated  and  paid  its  franchise  fees  to  the  City  and 
County  of  San  Francisco  (City)  on  a timely  basis.  PG&E  also  correctly  collected  and 
remitted  electricity  and  gas  franchise  surcharge  fees  to  the  City. 


Sincerely, 


NORIAKI  HIRASUNA 
Director 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Edward  Harrington 
Controller 

Monique  Zmuda 
Deputy  Controller 


September  1 7,  2002  Audit  Number  01073 

Board  of  Supervisors 

City  and  County  of  San  Francisco 

City  Hall,  Room  244 

1 Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102-4638 

President  and  Members: 

The  Controller’s  Audits  Division  presents  its  report  concerning  the  review  of  franchise  fee 
payments  Pacific  Gas  and  Electric  Company  (PG&E)  made  to  the  City  and  County  of  San 
Francisco  (City)  to  use  its  streets  to  transmit,  distribute,  and  supply  electricity  and  gas 
within  the  City.  PG&E  is  required  to  report  its  gross  receipts  and  pay  each  year  a total  of 
one-half  percent  of  its  gross  receipts  on  the  sales  of  electricity  and  one  percent  of  its  gross 
receipts  on  the  sales  of  gas.  In  addition,  PG&E  collected  electricity  and  gas  surcharge  fees 
pursuant  to  requirements  in  the  California  Public  Utilities  Code,  and  remitted  those 
amounts  to  the  City  when  PG&E  paid  its  franchise  fees. 

Reporting  Period:  January  1 , 2000,  Through  December  3 1 , 2000 

Franchise  and  Surcharge  Fees  Paid: 


Electricity  Franchise  $2,03 1 ,3 1 0 

Electricity  Surcharge  488,683 

Gas  Franchise  1,929,847 

Gas  Surcharge  637.103 

Total  $5,086,943 


Results: 


PG&E  correctly  calculated  and  paid  its  franchise  fees  to  the  City  on  a timely  basis.  PG&E 
also  correctly  collected  and  remitted  electricity  and  gas  franchise  surcharge  fees  to  the 
City. 


Respectfully  submitted. 


E^ard  Harrington 
C^troller 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  316  • San  Francisco  CA  94102-4694 


FAX  415-554-7466 


u«gMlri«li  trw«fej 
M4M0 

NMlIC  M|ld«L.>|i 


y^' 


\ d,  •- 
c . 


lOOS^n  .MltT.js 


fsvjuifit  ;"'io  b- 
oaabfusff  n«21o  <tizangpbnQ: 

W 

tt'Jdrt  5l»tiwcC*  .fiOKriJl^.TO  I 

.v-ji-. 


n9<£iA|jfi£  ufM 


6ia}  m^mmfi'to  ?vo«^  mamt^  lot^id  ajUiuA  jj*  ^'  ilo 

as^Vi  t»«>QO  »>w  Y ^mbefel  b«  ^ 

jw^lni  to  <i  93v^  ’ ''  < ' * 

1o  4i^<w  « 1M«^  t««n  **'#  towjwi  i.a;i^€)1n\:4D  ^ 


■.. 

tod  «aiito  > 


00f>|  ,000i  ,i  \mml  ' rbohaii 


I 


:bftrt  fjiot  -tfa 


f»trjf.oJ{t 

X^9J^A,t 


md<¥iu^yjti^09^^ 

?Ktf{tofKc»D 
esntoii^  k«0 

IwcHf  ' \ 


X.. 


.torf  yliM  P s»  oO  ^ ototot  ui  bbq  to  ; • 

atii  eii  tto  vgUiAtm^  ««t  to  b^ittoi  to  toaaUoo  . 1/  o 

r:  .'  - ^ ■ 

, .'  ■ 4» 


'■y. 


ir<£4&  d. 


.ItoHuiKiin,  vnL-ir. 


INTRODUCTION 


BACKGROUND 

Tn  1939,  the  City  and  County  of  San  Francisco  (City)  granted 
Pacific  Gas  and  Electric  Company  (PG&E)  and  its  successors 
JLtwo  franchises  to  use  City  streets  to  transmit,  distribute,  and 
supply  electricity  and  gas.  In  consideration  for  the  two  franchises, 
PG&E  agreed  to  pay  the  City  a one-time  sum  of  $400,000  and 
annually  pay  a percentage  of  its  gross  receipts  from  the  sales  of 
electricity  and  gas  in  the  City. 

The  electricity  and  gas  franchise  ordinances  require  PG&E  to  remit 
to  the  City,  by  April  1 5 of  each  year,  a total  of  one-half  percent  of 
PG&E’s  gross  receipts  on  the  sales  of  electricity  and  one  percent 
of  PG&E’s  gross  receipts  on  the  sales  of  gas.  In  reporting  the  gross 
receipts  subject  to  the  City’s  franchise  fees,  PG&E  deducts  from 
its  total  revenues  such  amounts  as  uncollectible  accounts  and 
interdepartmental  sales,  including  costs  of  supplying  electricity  and 
gas  to  buildings  and  other  properties  owned  within  San  Francisco 
by  PG&E. 

In  addition,  PG&E  collects  electricity  and  gas  surcharge  fees 
pursuant  to  requirements  in  the  California  Public  Utilities  Code, 
and  remits  those  amounts  to  the  City  when  it  pays  its  franchise 
fees.  PG&E  collects  the  surcharge  fee,  which  is  a municipal 
surcharge  for  the  use  of  public  lands,  from  customers  who 
purchase  electricity  and  gas  from  a third  party.  The  surcharge  fee  is 
to  replace,  but  not  to  increase,  franchise  fees  that  would  have  been 
collected  if  not  for  changes  in  the  regulatory  environment  such  as 
the  unbundling  of  the  gas  industry.  PG&E  started  collecting  and 
remitting  surcharge  fees  for  gas  in  1994  and  for  electricity  in  1998. 

PG&E  includes  the  electricity  sales  it  makes  to  the  City’s  Hetch 
Hetchy  Water  and  Power  (Hetch  Hetchy)  as  part  of  PG&E’s  gross 
receipts  from  the  sales  of  electricity  reported  to  the  City.  PG&E 
has  an  agreement  with  Hetch  Hetchy  to  transmit  electricity 
generated  by  Hetch  Hetchy  inside  and  outside  the  City,  distribute 
that  electricity  within  the  City,  and  sell  supplemental  power  to  the 
City.  PG&E  bills  Hetch  Hetchy  for  the  electricity  sales,  as  well  as 
for  transmission  and  distribution  charges,  supplemental  power 
charges,  demand  charges,  and  other  special  charges. 
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SCOPE  AND  METHODOLOGY 


The  purpose  of  this  audit  was  to  determine  whether  PG&E 
correctly  reported  its  gross  receipts  and  paid  the  City  the  correct 
franchise  fees  and  surcharge  fees  under  the  term  of  the  electricity 
and  gas  franchise  ordinances  for  the  period  from  January  1,  2000, 
through  December  31,  2000.  To  conduct  the  audit,  we  reviewed 
the  applicable  provisions  of  the  franchise  ordinances.  We 
interviewed  staff  from  PG&E  and  the  City’s  Hetch  Hetchy. 

To  determine  whether  PG&E  correctly  reported  its  annual  gross 
receipts,  we  compared  the  amounts  PG&E  reported  to  the  City  to 
the  amounts  PG&E  recorded  in  its  monthly  summary  reports  and 
monthly  detailed  reports.  We  examined,  on  a test  basis,  the 
accuracy  of  PG&E’ s customer  billings  by  recomputing  the 
amounts  billed  using  the  rate  schedules  approved  by  the  California 
Public  Utilities  Commission.  We  tested  the  reasonableness  of 
electricity  and  gas  surcharge  fees  collected  by  PG&E.  We  also 
tested,  on  a sample  basis,  the  reasonableness  of  some  of  PG&E’s 
deductions  from  total  receipts,  including  uncollectible  accounts. 
We  limited  our  review  of  the  Hetch  Hetchy  revenues  to  tracing  the 
amounts  reported  by  PG&E  to  its  monthly  summary  reports.  We 
did  not  test  the  accuracy  of  the  detailed  Hetch  Hetchy  billings 
because  Hetch  Hetchy’ s staff  is  responsible  for  reviewing  the 
billings  to  ensure  they  are  accurate  before  paying  PG&E. 
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AUDIT  RESULTS 


PACIFIC  GAS  AND  ELECTRIC  COMPANY 
CORRECTLY  REPORTED  ITS  GROSS 
RECEIPTS  AND  PAID  ITS  FRANCHISE  FEES 
ON  A TIMELY  BASIS 

Based  on  Pacific  Gas  and  Electric  Company’s  definition  of 
electricity  and  gas  receipts,  from  January  1,  2000,  through 
December  31,  2000,  PG&E  correctly  reported 
$599,246,660  in  electricity  and  gas  sales  within  the  City,  and 
correctly  paid  $3,961,157  in  franchise  fees  on  a timely  basis.  The 
table  below  shows  the  electricity  and  gas  gross  receipts  and 
franchise  fees,  that  PG&E  paid  to  the  City  for  2000.  PG&E  also 
correctly  collected  and  remitted  to  the  City  electricity  and  gas 
surcharge  fees  of  $1,125,786  for  the  period  under  review. 


TABLE 


Pacific  Gas  and  Electric  Company 
Gross  Receipts,  Franchise  Fees,  and  Surcharge  Fees 
January  1,  2000,  Through  December  31, 2000 


Gross 

Franchise  Fees 

Surcharge  Fees 

Receipts 

(Note  1) 

(Note  2) 

Electric 

$406,261,985 

$2,031,310 

$488,683 

Gas 

192,984,675 

1,929,847 

637,103 

Total 

$599,246,660 

$3,961,157 

$1,125,786 

Note  1 - Franchise  fee  rates  are  one-half  percent  of  electricity  receipts  and  one  percent  of  gas  receipts. 
Note  2 - PG&E  billed  and  collected  electricity  and  gas  franchise  surcharge  fees  based  on  the  formula 
specified  in  state  law  from  its  customers  who  purchased  electricity  and  gas  from  a third  party. 


PG&E  Correctly  Billed  Its  Customers 

To  assess  the  reasonableness  of  PG&E’s  reported  gross  receipts, 
and  the  resulting  franchise  fees,  we  examined  randomly  selected 
sample  of  customer  bills  prepared  by  PG&E  for  the  one-year  audit 
period.  We  tested  electricity  and  gas  bills  in  one  month  of  the  audit 
period  to  determine  whether  PG&E  correctly  billed  its  customers 
for  the  services  provided  and  whether  PG&E  paid  the  City  the 
appropriate  franchise  fees.  We  recomputed  customer  bills  using 
rates  approved  by  the  California  Public  Utilities  Commission.  We 


3 


iSt,; 


aTJuaaJi  TiauA 


vviAWi^a  ar  lOiJi  ^ha  «fv&i^t’uoA« 
ftaftjtto  #Yrd3T,»o«ia»/A.'ra 
«3iW  aatHJMBAm  #A'^  QMA  eT*»«02iS| 
«t8AflVJ3f*(HTAMSO 

tl^gAtaa#  ,J;  ■ M 


:^#!r 


MfM  ■ 


^*.,r»t/:». 


■mAm^mm:  r'  m90 


iWft# 

' — 


- , pm  m ^ eioill 

iji’diM''  tt««aeatv‘ 


f Wj('  ^#>'o!(r^':j^te:a^  i'it  ,lmi 

^ l),w.  8^''^ 

, yb:  ,9M?li[o  fftiitim  'dWi  flil4iM  4H«j<  ;»W:;,il«to|;',, 

'r  Tli|fio)(W.’>  iifi*»<4  t!>;'^:U).  'ttwi  '• 


4«iiii'^i|«f'  wviv5^.'..» 


"'rrivff' 


tested  30  electricity  bills  totaling  $21 1,212  and  30  gas  bills  totaling 
$184,508.  Based  on  our  tests,  we  found  that  PG&E  correctly  billed 
its  customers  and  paid  the  City  the  appropriate  franchise  fees.  The 
Appendix  presents  a summary  of  the  type  of  customer  bills  we 
tested,  the  number  of  bills  tested,  and  the  total  amounts  we 
recomputed. 


PG&E  Correctly  Deducted  Uncollectible 
Accounts 

PG&E  deducted  $682,121  as  uncollectible  amounts  from  its  gross 
receipts  subject  to  the  franchise  fees  for  the  year  under  audit.  To 
assess  the  reasonableness  of  these  deductions,  we  analyzed 
PG&E’s  audited  financial  statements  for  the  year  2000  to 
determine  the  ratio  of  uncollectible  accounts  to  the  total  audited 
electric  and  gas  revenues  for  PG&E’s  system  as  a whole.  We 
calculated  the  ratio  of  uncollectible  accounts  to  the  total  audited 
electric  and  gas  revenues  to  be  0.07  percent.  For  San  Francisco 
customers,  PG&E  reported  a ratio  of  uncollectible  accounts  to  the 
total  electric  and  gas  revenues  of  0.12  percent.  Based  on  our 
comparison,  the  ratio  of  uncollectible  accounts  for  San  Francisco 
customers  appears  to  be  reasonable.  In  addition,  we  traced 
uncollectible  amounts  to  PG&E’s  monthly  reports  of  uncollectible 
accounts.  We  examined  three  accounts  identified  as  uncollectible 
in  one  month  of  the  audit  period.  We  traced  the  uncollectible 
amounts  to  the  records  of  closed  accounts  and  determined  that 
those  accounts  were  for  businesses  in  the  City.  Based  on  our  tests, 
it  appears  that  PG&E  correctly  deducted  reasonable  uncollectible 
amounts  from  its  gross  receipts. 


We  conducted  this  review  according  to  generally  accepted 
government  auditing  standards.  We  limited  our  review  to  those 
areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Ben  Carlick,  Audit  Manager 
Leon  Valle,  Jr. 
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APPENDIX 


Table  1 

Pacific  Gas  and  Electric  Company 
Summary  of  Electricity  Billing  Review  by  Type  of  Customer 
February  2000 


Rate 

Schedule 

Rate  Description 

Number  of 
Bills  Tested 

February 

2000 

E-1 

Residential  Service 

9 

$398 

E-8 

Residential  Seasonal  Service  Option 

1 

93 

EL-1 

Residential  Care  Program  Service 

1 

4 

EM-1 

Residential  Master-Metered  Multifamily  Service 

1 

75 

ES-1 

Residential  Multifamily  Service  Submetered  to 
Individual  Tenants 

1 

4,183 

A-1 

Small  General  Service 

2 

858 

A-6 

Small  General  Time-of-Use  Service 

2 

1,488 

A-10 

Medium  General  Demand-Metered  Service 

4 

7,132 

E-19P 

Medium  General  Demand-Metered  Time-of-Use 
Primary  Service 

1 

1,366 

E-19S 

Medium  General  Demand-Metered  Time-of-Use 
Secondary  Service 

3 

8,215 

A-RTP 

Experimental  Real-Time  Pricing  Service 

1 

41,067 

E-20P 

Large  Demand-Metered  Time-of-Use 
Primary  Service 

1 

70,533 

E-20S 

Large  Demand-Metered  Time-of-Use 
Secondary  Service 

2 

46,263 

SE-20P 

Large  Demand-Metered  Time-of-Use 
Primary  Service  with  Standby  Option 

1 

29,537 

Total 

30 

$211,212 

Table  2 

Pacific  Gas  and  Electric  Company 
Summary  of  Gas  Billing  Review  by  Type  of  Customer 
February  2000 

Rate 

Number  of 

February 

Schedule 

Rate  Description 

Bills  Tested 

2000 

G-1 

Residential  Service 

12 

$516 

GL-1 

Residential  Care  Program  Service 

2 

23 

GM-1 

Residential  Master-Metered  Multifamily  Service 

6 

863 

G-NR1 

Gas  Service  to  Small  Commercial  Customer 

5 

661 

G-NR1T 

Gas  Transportation  Service  to  Small 

2 

182 

GNR2 

Commercial  Customer 

1 

14,098 

GNTD 

Gas  Service  to  Large  Commercial  Customer 
Gas  Transportation  Service  to  Noncore  End- 

1 

2,591 

GAFT 

Use  Customer-Distribution 

Annual  Firm  Transportation  On-System 

1 

165,574 

Total 

30 

$184,508 
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PACIFIC  GAS  AND  ELECTRIC  COMPANY 
RESPONSE  TO  THE  AUDIT: 


Pacific  Gas  an  id 
Electric  Company 


RO.  Box  770000 
San  Ffancisco.  CA  S<177 


455.973.7000 


September  5,  2002 


Ben  Carlick,  Audit  Manager 

Office  of  the  Controller  Audits  Division 

City  and  County  of  San  Francisco 

City  Hall,  Room  388 

One  Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102-4694 

Re;  Audit  of  PG&E’s  Franchise  Payments  for  2000 

Dear  Mr.  Carlick: 

Thank  you  for  providing  PG&E  with  an  opportunity  to  comment  on  your  draft 
report  on  the  review  of  PG&E’s  franchise  payments  for  2000.  We  have  reviewed 
the  report  and  have  not  identified  any  errors  or  omissions.  We  are  pleased  to 
see  that  you  have  concluded  that  PG&E  has  correctly  reported  and  remitted  its 
franchise  fees  and  franchise  fee  surcharges. 


Darla  Babbitt 

Manager,  Revenue  and  Statistics 

Customer  Revenue  Transactions  - Billing  and  Revenue  Operations  Department 


Sincerely, 


DJB;RL 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
KPMG  LLP 
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